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Orgapizatiopsl flternatives fer Industrial Prometicn

Corpcrations: Scme Sonsideratiens
— Vg e T

S R Ganesh

Introductions

The objective of this paper is to describe and discuss various pattirns
of organizatien and their implicastions fer fupctioning of industrial promot-
.ion corporations at staste levels. This is based on the work done by the @ute
hor.with on& such corporatior several years ago. It is expected that this
paper would stimulat® discussions among policy makers to assess the azvaila-—
ble alternatives and choose suitable patterns on the basis cof relevant cri-
teria based on particular needs of the states in which these corporatiions

are located.

A feu years after its incorporation, Industrial Promotion Corporation
(1PC0) was om the threshold of growth in = variety of areas, The experience
of similer corporations involved in industrisl development in other places
poth in India and abroad has been one of undertaking new aress of activities
25 and when the need arcse, At a later dste, these corporations have often
rationalised these activities as peing part of the mainstream of functions
for which the corporations were originally set upe. Very often such de facto
sctivities have tended to obscure the 98 jure activities mf the corporations.
Partly, this has come apout because the Articies of Pssociation of such cor-
porations arewriitan in very general terms and provice considerable flexioi-
lity for interpretation. Partly, again, many néu activities have heen added
cn as a result of the demands placed on such corporations by the respective
governments which, in the first place, set them up to aid in the process

N

of industrialization of the state or country, as the case may DEe The very



lack of clarity of the mission of the organization hes resulted in these
corporaiions taking on activities which, when carefully thought out, might
have been considered as veering the corporation away from its missions It
is 2 rare corporation that undertakes an exsrcise to provide itself with
guidelines for its fHnctions and activities in the context of its role ir
the process of industrial development within the state or the country.
Such an exercise in thinking through the various possible purposes of a
corporation and their implications is helpful in providing the top mana-
gemént with a set of guidelines to plan, implement and monitor qrowth and
development of the organization on a continuing basis, It would be useful to
start out on such an exercise by considering both the de jure and the de
facto roles of the corporation in the industrialisation of the State in

which it is located,

ROLES OF_IPCO

There are four distinct de jure roles of IPCO as delineated in its

Articles of Association. These ares

(1) An Investment Company}

(2) A Promotion Company;

(3) A Managing Company; and

(4) A Service Company.

Besides these four de jure roles, IPCO has been entrusted with the
role of developing backward areas thereby placing it in the position of
an Atea Development Board without its powerse. This is the most important of

its de facto roles, viz., an Area Development Company.



One of the major considerations in choosing fhe important roles of
IPCO is whether there are other organizations in the State which perform
the role., For example, the role of an Investment Company is predominantly
performed by &p-:investment corporation, Similarly the rcle of a managing
Company is taken up by another corporation. Further, the role of developing
industrial estates for the small scale industry is taken up by a third
corporation which also performs the role of a Service Company to the small
scale entrepreneurs although a similar role is not performed to that extent
by the other twe corporations for the medium-and large-scale industries.
Neither of these are directly involved in the development of Areas for inc-
ustrielisation within the State. On the side of the Government, the Direct-
orate of Industries is involved to an extent in the supply of scarce materials
like csment,

Therefore, IPCO has the option to take up three roles in all its perm~
utuations and combinations visea-vis the medium-scale private sector indus-
tries within the State. It also has the option to take up only one of these
three roles and omit the other two, Another option is to teke up one of the
reles as the primary one ‘and the cther one or two as the second ary role(s).
A third option is to give almost equal importance to two or more roles, All
these options have implications for both the identification of the purpcse

as well as the pattern of organization for IPCO,.

The three roles which IPCO could perform vis-a-vis the medium-scale
privets sector industry in the state are:

(1) A Promotion Company

(2) R Service Company and

(3) An Arsa Development Company



Of ti 2se three roles the rolc of Ares Developmet Company is to act
as an instrument of Goverment prigarily in the Physical development of
specified areas within the state and only Ssécondarily to assist in the
process of industrial development of the area, This is because of the
magnitude of rTesources that have to pe deployed in the physical development
of an area and the need for emphasizing infrastructure development as a sine
gua non of industrialisation, The role of a Service Company presumes identi-
fication of entrepreneurs and also Presumes infrastructure development, The
services are primarily directed toward the entrepreneur and possibly toward
clients. Such clients could include other organizations including agencies
of Government who could draw on the expertise that is implied in the role
of a Service Company. In contrast to the roles of an Area Development
Company and a Service Company, the role of a Promotion Com .ny is more
comprehensive and is therefore more nebulous, One of the waye to grasp the
rele of an Industrial Promotion Company is to list out common expectations
of such an organization. The most important and relevant expectations for

a promotion Corporation 1ike IPCO could be the followings

(1) Rdvising the State Govermpment on alternative indystrial develop-
ment policiss,
{ ]

(2) Advising the Government of the effects of the State's industrial
development Programme on general socio~economic policies in areas
such as unemployment, technical education etc.

(3) Creating an interest in industria) developmen: in the population
of the State, in 9€néral, and also among the important pelitical
and industrial leaders within the State,

(&) Creating an atmosphere that Encourages private entrepreneurs and
therefore private investment,

(s) Creating an active interest in the State's industrial
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opportunities in the i vesting communitie s both within and
outside the State and welcoming them to set up industry in the
State,

Conducting systematic, broad surveys of industrial possibilitics
by sectors in relation to the effecient utilisation of the State'sg
Tesources and also conducting specific industry studies to iden-
tify opportunities for improving and expanding present industries,
and for establishimg new industries within the State,

Evaluating the technical, economic and financiel feasibilities
of industrial projects, including the marketing and management
aspects, Promcting projects of high feasibilities with specific
potential entreprenesurss both within and outside the State,

Providing technical assistance to entrepreneurs in preparing
projects for investment review and providing technical, engineering
legal, accounting, governmental liaison (general expediting
services) and other professional services to entrepreneurs in
planning, preject implementation and operation of units,

Creating industrial arezs or gstates, construction of factories
for sale or rent, and provision of infrastructure services,

Providing financial assistance and incentives.

Improving industrial production through support of training
programmes, particularly, for technical, supervisory and manaw
gement personnel,

Providing technicel anc management advisors to the entrepreneurs
who have gone intc production either from within the corporation
or from a panel of professionals approved oy the corporation.

Carrying out of such industrial research as the techrical fFesg.
ibility of commereiail production of new products from the pri-
mary preducts of the State,

Creating pilot plants for further experiments, or for continued
commercial operation by the government or for sale to private
entrepreneurs,

Providing special services for medium scale private entrepreneurs
specially in the area of procurement of scarce mattrials.

Thus, the role of a promotion Company is comprehensive enough to

accomodate the roles of both an Area Development Company and a Service

Company,

Given the need of the State for a company to undertake 211



the three roles vis-a-vis the medium—scale private € vtreprensurs, it is

important that IPCO copsider Promotion as its primary role and Area Deve -
opment and Services asg Secondary to Promctiom, With Promotion as the pri.-
mary role, it is possible to identify three distinct altermative pPUrpose;

for IPCO,

ALTERNATIVE PURPOSES FOR IPCQ

In arriving at a durable and meaningful purpeose for IPCO it is imp=-

ortant to consider two criteria for selection:

(1) Whether the purpuse is more of zn on-going
or eternal nature rather than of a one-shot
or of a temporally unstable nature; and

(2) Whether the purpose as chosen provides a distipctive
direction of development for the corporation in relation
to other organizations involved in industrial development,
The three alternative purposes in order of increasing degree of come
plexity and comprehensiveness ares

(1) Promotion of entrepreneurs;
{2) Promction of industrics: and
(3) Promotion of factors of production.

It would be observed that pronotion of industries subsumes promotion
of entrepreneurs and the promotion of facters of production as a purpose
provides greater stebility over time for cevelopment and grouth of the
corporation. It also has inherent im it the dvnamic concept of the var-
ying importance of different factors of production at different points of
time in the industrial development history of the stats, Thercfore it
satisfies criterion ™", Since there arc other corporations involved in
promotion of entrepreneurs and ipdustrics within the State, but no cor—
poretion distinctly identified with brcmotion of factors of production,
the choice of this as the quiding purpose for IPCO will satisfy criterien
"2" also. It also provides clear guidelines for developing a distinctively
different pattern of organization than is presently available within the

other corporations and agencies in the State,

Among the more important of the various factors of productiop are



the followings
(1) Industrial policy;
(2) Infrastructure {including industrizl arcas and power supply)
(3) Technologys

{4) Material supplies{including vital construction and rauw materials)
and

(5) Management,

Factors like funds and labour are important but IPCO does not have a major
contribution for provision of funds to entrepreneurs and could be involved
only indirectly in ensuring suitable supply of labour through training
programmes, The Industries Department does have a role to play in promot-
ing appropriate policy to attract investment to the State, Similarly the
Direetorate of Industries has a limited role in the promotion of material
supplies. Therefore, insofar as the medium-scale private sntreprensur is
concerned there is considerable scope for a corporation like IPCO to pro-
mote the five factors listed above, This is particularly sc because no
other corporation is equipped adequately for such promotien. Therefore,

in selecting a suitable organizational pattern to provide for the growth
and development of IPCO it is imp rative to kesp the promotion of factors
of production as a constant guide and touchstone. The more important of
the criteria for selection of an appropriate organizational pattern

are the followings |

(1) Wrhether the organizational pattern is in line with the
primary rol¢ and purpose of the corporation.

(2) Whether the organizational pettern provides adequate scope
for performance of the other role of the corporatiof beside its
primary role, .

(3) UWhether the organizational pattern serves as an instrument for
translating government policies into action in the process of
industrial development of the State,

{4) \Uhsther the pattern is in lint with the projected trends of inde
ustrial development in the State,



() Whether the pattern is complementary and suplementary rather
than overlapping with ths organizational patterns of the other
institutions and agencies involved in industrial development
both at the State level and at the Nationel level,

(6) Whether the organizational pattern satisfies the peeds of the
medium-scale private entreprensurs.

(7) Whether the pattern is in 1linc with the aspirations of individuals
in functions key to the achievement of the purpose of the corporation,

ORGANIZATIONAL ALTERNATIVES

In linewith the possible roles, de jure and de facto, for IPCO there
are distinct alternatives for organization- Since the corporation has VEeTy
limited role as an Ipvestment Company or as a Managing Company, organizational
patterns emerging out of these roles are not feasible alternatives, This
essentially means that investment cctivitivs of the company and therefore,
the investment function within the company has only a very limited role to

play in achieving the purpose of the corporation,.

Given the other three reles hamely that of Promotion, Service and
hrea Development, there are four possible organizatienal patterns worth

considerings. These are based ong
(1) Industry wise grouping
(2) Industrisl arsa-uwise grouping
(3} Service-wise grouping and
(4) Functional grouping

0f these four alternmative groupings the industry-wise and areca
groupings are not feasible and also not in line with the purpose of the
corporation. An industry based organization is likely to subordinate
promotional and service rolss of the corporation and also is likely to
result in lop~-sided growth of industries when clear and specific policics
for industrial development are not available, Rlthough the State plan for
industries prevides some useful guidelines to evolve an industrial pattern
for the state, it does not provide sufficient guidelines to warrant IPGCO

going in for an industry based grouping.



Further, IPCO operates within the confipes of one pirticular State and,
therefore, the need for taking a wore balanced view of industrial devele-

opment can be better obtained when an industry based grouping is not
chosen, particularly, when the volume of operations in each industry group

may not warrant such = choice.

Similarly, an industrial arca-wise grouping is not feasible since it
again relegates the promotional and service roles of the corporation to a
stcondary position. Again, therc are dangers of imbalances in the indus-
trialisation pattern through focus on development of industrial areas,
The thrust, if an area=wise pattern is chosen, would be to fill in the
industrial areas being developed, at considerable cost, with units irr-
espective of whether these are in line with the needs of thet areca or
whether these are in line with the implementation of industrial palicy.
The pressure for suech imbalances are very high in such a pattern of org-

anization.

The two more feasible altermatives are the service-wise grouping
and the functional grouping. Both of these provide muans for translating
the purpose of IPCO into action. Arising out of the purpose of promotion
of factors of productien within the Steti, the folliowing important activity

areas are amenable to grouping ei aer service~wise or function-wise,

(1) Industrial policy

(2) Market survey

(3) Information services

(4) Feasibility studies

(5) Industrial research

(6) Area Development and maintemance
(7) Entrepreneur development

(8) Financing and incentiues provision
(9} Management services

(10) 1Industrial services including material supply scrvices.

Personnel and administration as well as internal zccounting are two

activity areas which are common to all organizations and, therefore, after
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choosing 1 suitable organmization sattern these can te appropriately gro-
uped.

The service-wise grouping offers two alterpatives, Under ont alter~
native the following groups of services could be considered.

(1) Promotional services covering 1 to 5 and 7 of the activity areas
above,

(2) Financial services including financing, followérp and incentives
provision,

(3) Management services

(4) Infrastructure and material supply strvices covering activity
areas & rnd 10 above.

Another possible service-wise grouping is the followings
(1) Entrepreneurial services including 1 to 5 7 and 9
(2) Projsct implementetion services including 6, 8 and 10.

Whereas the first alternative in service-wise grouping provides for
an important role of IPCO in industrial policy and enlarges the clientele
for its services, the second alternative, by and large emphasizes services
to the entrepreneur and underplays the service role of IPCO to other clisnts
like the State Government, its sg.ncies, the other institutions involved in
industrial develepment both within the Goverpnment and outside the Govern-
ments The first slternative emphasizes the ssrvice role for promotiom of
the factors of production. The socond 2lternative is quite compact but
de-emphasizes the balanced promotion of the factors of production over
time. Given the purpose of IPCO the first alternative is mors apropriate

than the second.

The functional grouping of IPCO differs mot much from the service-

wise grouping in thet the following Qroups Cmergcs
(1) Promotion to include 1 to 5
(2) Entrepreneur Development to include 7, 9 and 10

(3) Infrastructure Development to include &
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(4) Finance function to inc..ude financing, follow up, incentives
and internal aceounting.

(5) Administraticn, Personnel and Secretarial functions ineluding
legal functions.
Under this functisnal grouping, the promotion of Industrial services
including material supply services tend s to be under=-played, It is
possible, however, to club it togother with Entrepreneur Development and

provide for promotion of this factor,

Under the service-wisc grouping promotional services subsumes entre—
preneéur develepmint and under the function-wise grouping antrepruneur
development figures separately as an impertant functione In the context
of projected growth end development of thu corporation, management ser-=
vices is only a part of entreprepeur development and such services as
relate to consultancy for market, technical and ecomomic fuasibility
studies are more appropriate zs means for promotion of industrial policy,
Therefore, the functional grouping appears to provide a better alterpative

for the future growth of IPCO,

0f the five functions listed, the most critical function for the
achievement of the purpose of IPCL is the promotion ‘unctions Therefore,
it should be given due importance in torms of the designation of the person
heading that functionm., The cther three functions except that of Administrae—
tion, Pereonnsl and Sccretarizl functions have an equally important role
in assisting the promotion functivms Given the size of the organization,
it does not appear feasible to group the functions further, for example,
toc have the three other fupctions report tu the head of the promotion
function, This is also guite in line with the purpcse of the corporation which
provides for promotion of different factors of productions This alternat-
ive provides scuope for varying emphasis on gifferent fupnctions at different
points of time depending on the demands placed on the corpgraticn, tc
teke a more or less active role in promoting cne or the gther factor of

production.

The accompanying chart outlines the functicnal organizational
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pattern for IPCO with one set of designationss These are intended merely
86 guidelines for discussicn rather than as definitive recommendations.
The chart indicates the crganizetion in its fully developed state, It is
important to remember that this represents the end-product of years of
planned growth. The task of the top management over the ysars would be to
guide the organiz-tion in the direction of development indicated by the
charte This would involve planning the transitional states of the organi-

Zotiohe

FUNCTIONAL ORGANIZATION PATTERN ~ HIGHLIGHTS

The functiunal organizational pattern has several important features,
The most important of these is the highly qualified and competent professe
ionel staff to take charge of the 1B critical positicns (excluding that of
the Menaging Director) as cutlined in the accompanying charte Such profess—
ional staff has toc be acquired cver & period of years as the organization
grows and given syitable opportunities for develepment, Pesically, there
er8 four 19Q&ls in the organization namely thot of the Managing Director,
The Deputy or Assistant Managing Director, cr th& General Manager or the
Deputy or the Assistant Geneéral Manager, the Mapager, and the Assistant
Manager or Kpalyste In the organization there is = clear number two posi-

tion below the Manpaging Director.

Tables 1 and 2 provide guidelincs for the Lines of Promotion (LOP)
and the gqualifications for selected posts. The functional organization pro-..
vides mebility at the Menager level across the promotion end Entrepreneur
Develcpment functionse There is also the possibility of mobility for
both thi project Analyst and the Financial Analyst across Promoticn and
Finence functiovns. All the other posts are quite specialised as might

be expected of a functional crgeanization pattern.

There are seven rnew activity areas which gre found only in a very
rudimentary state of development in the present IPCU crganizationes These

require some explenations.

(1) Industrial policy and industrizl surveys are critical insofer as
IPCO has a role in promotion of industrial policy for the
state. The intention shculd bt to develop an Economic



(2)

(3)

(4)

(s)

(6)
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Research Cell which cen evolve policy alternatives for the
consideration of the state Goverpmente This Cell should also
undertake studies on the effect of implementation of different
policies, trends in the industrialisaticn pattern of the State
and the scope for future industrial dovelcpments

Market studies is a very special arca requiring the whcole time
gttention of 2 compstent Analyst. The activities in this area
should comprise of specific product and specific market studies
prior to selection of & project. Over = pericd of time, 2 situ-
ation should result wheén no projeft should be considered without
the existence of a market report.

Information services ig 2pn arsa the means to which lie in an
industrial data-bank, a well develcped technical and mapagement
library, and appreopriate facilities for documentatien, storage
retrievel reproduction end dissemin-tion of information through
publications and cther media. Over the ywars, this area should
develop as the pivot of promotional activities of the corporation.
The quality of Information Services weould be reflected in the
quality of work carricd cut by ell the fcur uther people under

the Promoticon function.

Project selsction and feasibility studies are already being

done, by IPCO. The future pattern should be te provide interg=
rated services In the area of projoct analysis and selsction
wherein both techniczl and eceonomic feasibilty should be consl-
dered. This should assist in the fimencial appraisal being confi-
ned to checking whethe. the project is wo-th financing within

the policy guidelines followsd by IPCO. This would releasc the
Financial Analyst for focussing more on follow up and monitorings

Industrial Research and Pilot Plants could become a very imp-
ortant ipstrument in promotion over a leng period of time. The
intention shcould be to promote such industrial research as ree—
late to commercial production »f new products not undertaken
by cntrepreneurs because of the risks invelveds Onee commerc-
ial production is proved feasible, IPCO shculd make arrange—
ments for full scale production through interested entreprenw
eurs, It should not undertake commercial production itself

and thersby get intc the role cof a Managing Companye

Management Services and Entrepreneur Training have to be pri-
marily provided by the Senior Managers, namely the Entrepreneur
Development Manager, the Finance Manager and the Head of pro-
moticn functions The Assistant Development Mansger ciuld provide
the necessary support but the leadership has to come from the
Entreprenesur Develcopment Manager. The Credibilty of any cone
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sultancy services on menagement provided "y IPCO would post an
the competence of these threc senior people., Since consultancy
is part of the development of an entrepreneur, especially, the
new entreprenmeurs, it has been placed under the Entrepreneur
Development functioi,

{7) The maintenance and administration of aress and cstates devel-
cped by IPCO would beccme an im portant area of activity and
would need special attiention of an individuel. To him could also
bt attached the function of acquisition of areasy, where necescg-
Tys Since acquisition of areca isy by and large, on a contract
basis with the State Government, this should not come in the Lay
of his normal functicns of meintainance an‘) administration of
estates,

It is assumed that much of the work in the ares. of material supplies
would be in the form of obtaining allotments fraom the Sovernment or conc-
erned agencics and organizaticns, ang regqulatipng the cistribution, rather
than directly handling the materials. Therefere, this has been placed under
an Mssistant Develeopment Manager who has also teen entrusted with general

8xpediting work tc assist thé entrepreneurs,

The crganizaticn below the Assistant Manager level in the Entreprspeur
Deuelopm&nt, Infrastructurs Development and Finance functions has not been
outlined, as also the organization below the Manager level in Promotion and
Administration, This is because ¢ 'dition of pecple ¢t these levels is a
direct function of the volumes of work hendled by the corporation and hencs
the different functions, 4s and when the need arises, based on the work load

IPCO should add On NEW personncl under the functional groupingss

DEVELOPING THE ORGANIZATION

There zre several strategic choices which concern the adoption of
the Ffupctional organizational pattern, Some of these relate to the presesnt
organizstion and the pecple in the present organization and others are
choices for develcpment of the different functionse The more importent
of the issucs are the followings

(1) Develcoping the corporations' cadre in each fupction as opposed

to reliancs on deputationists,

(2) Rationalization of designations for different functions in the
organizaticn at differcnt levels,
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(3) Rationalization of perrrnnel guidelines concerning qualif i
cations, pay, prcmetior, training, allowances, leave etc,

(4) Development of ipternal competence in different functions
VETBUs reliance on ouboio. @xperts, for exemple for management
services,

It is not sufficient tu chocse one particular pattern of crganization
but it is alos important to plam the develcpment of the organizaticn, This
would invelve develcpment of feasible organization structures from time to
time within the constraints of availability 6Ff suitaple personnel anc other
Speérational constraints of the corporation. These orgenization structures
which are more feasible than desirable, should be trezted as such, and the
desirable pattern should not be lost sight of, A1l orpanizationzl decisions
should be governed by how they fit into the functiocnal organizational
pattern rather than by e€xpediency and circumstential compromisas; Even when
these are unavoidable, these should be treated ag temporary deviationé.

The effcrt of the top management should be to bring the organiz.ticn back
to the appropriate pattern of development as early as possibles This note
is intended es a quice for rlanning, developing and monitoring the growmth

of the corporation,
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